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§ 372.31 authorizing such person to en-
gage in such transportation. 

[Docket No. 47939, 57 FR 40105, Sept. 2, 1992] 

§ 372.21 Solicitation. 

Solicitation of charter participants 
through advertising by charter opera-
tors shall be restricted to the fol-
lowing: 

(a) Radio and television stations op-
erated by the U.S. Armed Forces; 

(b) Newspapers, periodicals, or other 
printed media disseminated and dis-
tributed primarily among military per-
sonnel or civilian employees of the De-
partment of Defense: Provided, however, 
That any printed advertisement of a 
charter operator shall include a state-
ment explaining that eligibility for 
participation in such charters is lim-
ited to military servicemen who are 
stationed outside of the 48 contiguous 
States and the District of Columbia, 
and/or U.S. citizen civilian DOD em-
ployees who are stationed in a foreign 
country, or a U.S. territory or posses-
sion, where U.S. military personnel are 
stationed, and their respective imme-
diate families. 

§ 372.22 Discrimination. 

No charter operator shall make, give, 
or cause any undue or unreasonable 
preference or advantage to any par-
ticular person, port, locality, or de-
scription of traffic in air transpor-
tation in any respect whatsoever or 
subject any particular person, port, lo-
cality, or description of traffic in air 
transportation to any unjust discrimi-
nation or any undue or unreasonable 
prejudice or disadvantage in any re-
spect whatsoever. 

§ 372.23 Methods of competition. 

No charter operator shall engage in 
unfair or deceptive practices or unfair 
methods of competition in air trans-
portation or the sale thereof. 

§ 372.24 Surety bond, depository agree-
ment, escrow agreement. 

(a) Before selling or offering to sell, 
soliciting or advertising any charter 
flight, a charter operator shall comply 
with one of the three following require-
ments: 

(1) The charter operator shall furnish 
a surety bond in an amount not less 
than the maximum fare held out for 
charter flights proposed to be operated 
during each calendar month multiplied 
by 90 percent of the number of avail-
able seats on such flights: Provided, 
however, That the liability of the sur-
ety to any charter participant shall 
not exceed the charter operator’s appli-
cable tariff fare. Such bond shall be 
filed with the Department not less 
than 45 days prior to the commence-
ment of the calendar month covered by 
the bond together with a list of flights 
proposed to be operated during the 
month showing charter price, depar-
ture dates, equipment to be used for 
each flight and the seating capacity: 
Provided, however, That the amount of 
the bond shall be increased if addi-
tional charter flights are proposed or 
may be reduced if proposed charter 
flights are canceled, in which event a 
substitute bond and amended list of 
proposed flights shall be filed with the 
Department within 10 days of the date 
that the charter operator adds flights 
or cancels flights previously proposed, 
but in no event later than 2 days prior 
to the operation of any such additional 
charter flights; or 

(2) The charter operator shall: 
(i) Furnish and file with the Depart-

ment a surety bond in the amount of 
$100,000 for the protection of the char-
ter participants: Provided, however, 
That the liability of the surety to any 
charter participant shall not exceed 
the charter operator’s applicable tariff 
fare; and 

(ii) Enter into an agreement with a 
bank, the terms of which shall include 
the following: 

(a) Each participant shall pay for his 
deposit and subsequent payments com-
prising the charter participant’s tariff 
fare only by check or money order pay-
able to such bank which shall maintain 
a separate accounting for each flight: 
Provided, however, That if the partici-
pant makes a cash deposit, the charter 
operator who receives such cash de-
posit shall forthwith remit to the des-
ignated bank a check for the full 
amount of the deposit; 

(b) The bank shall not pay the air 
carrier or foreign air carrier the char-
ter price for the transportation earlier 
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than 60 days (including day of depar-
ture) prior to the scheduled day of de-
parture of the originating or returning 
flight, upon certification of the depar-
ture date and price by the charter oper-
ator; 

(c) The bank shall reimburse the 
charter operator for refunds made by 
the latter to the participants upon 
written notification from the charter 
operator; 

(d) If the charter operator notifies 
the bank that a flight has been can-
celed, the bank shall make the applica-
ble refunds directly to the participants; 

(e) Except as provided in paragraph 
(a)(2)(ii)(c) of this section, the bank 
shall not pay any funds from the ac-
count to the charter operator prior to 2 
banking days after completion of each 
flight when the balance in the account 
shall be paid to the charter operator 
upon certification of the completion 
date by the charter operator and direct 
air carrier; 

(f) Notwithstanding any provisions 
above, the amount of total cash depos-
its required to be maintained in the de-
pository account of the bank may be 
reduced by one or both of the fol-
lowing: The amount of surety bond in 
the form prescribed herein in excess of 
the minimum bond required by para-
graph (a)(2)(i) of this section; an escrow 
with the designated bank of Federal, 
State, or municipal bonds or other se-
curities, consisting of certificates of 
deposit issued by banks having a stated 
policy of redeeming such certificates 
before maturity at the request of the 
holder (subject only to such interest 
penalties or other conditions as may be 
required by law), or negotiable securi-
ties which are publicly traded on a se-
curities exchange, all such securities to 
be made payable to the escrow account: 
Provided, That such other securities 
shall be substituted in an amount no 
greater than 80 percent of the total 
market value of the escrow account at 
the time of such substitution: And pro-
vided, further, That should the market 
value of such other securities subse-
quently decrease, from time to time, 
then additional cash or securities 
qualified for investment hereunder 
shall promptly be added to the escrow 
account, in an amount equal to the 
amount of such decreased value; or 

(3) The charter operator shall: 
(i) Furnish and file with the Depart-

ment a surety bond in the amount of 
$100,000 for the protection of the char-
ter participants: Provided, however, 
That the liability of the surety to any 
charter participant shall not exceed 
the charter operator’s applicable tariff 
fare; and 

(ii) Enter into an agreement with a 
bank, the terms of which shall include 
the following: 

(a) Whenever the gross amount of 
customers’ deposits exceeds 25 percent 
of the charter operator’s net worth, as 
computed under generally accepted ac-
counting principles, the charter oper-
ator shall, on or before the 30th day of 
the succeeding month, place in escrow 
or in trust with the bank cash in an 
amount at least equal to the amount 
by which such deposits exceed 25 per-
cent of its net worth: Provided, That 
negotiable securities may be sub-
stituted for cash, but the market value 
thereof shall at all times be not less 
than the amount of cash for which they 
are substituted; 

(b) The escrow agreement or the 
trust agreement between the bank and 
the operator shall not be effective until 
approved by the Department. Claims 
against the escrow or trust may be 
made only with respect to the non-
performance of air transportation. 

(b) As used in this section, the term 
bank means a bank insured by the Fed-
eral Deposit Insurance Corporation. 

(c) Any bond furnished under this 
section shall insure the financial re-
sponsibility of the charter operator and 
the supplying of the air transportation 
in accordance with the contract be-
tween the charter operator and the 
charter participants, and shall be in 
the form set forth as appendix A to this 
part. Such bond shall be issued by a 
bonding or surety company (1) whose 
surety bonds are accepted by the Inter-
state Commerce Commission under 49 
CFR 1084.6; or (2) which is listed in 
Best’s Insurance Reports (fire and cas-
ualty) with a general policyholders’ 
rating of ‘‘A’’ or better. The bonding or 
surety company shall be one legally 
authorized to issue bonds of that type 
in the State in which the charter origi-
nates or in which the charter operator 
is incorporated. For purposes of this 
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1 Whoever, in any matter within the juris-
diction of any department or agency of the 
United States knowingly and willfully fal-
sifies, conceals, or covers up by any trick, 
scheme, or device, a material fact, or makes 
any false, fictitious, or fraudulent state-
ments or representations, or makes or uses 
any false writing of document knowing the 
same to contain any false, fictitious, or 
fraudulent statement or entry, shall be fined 
not more than $10,000 or imprisoned not more 
than 5 years, or both. Title 18, U.S.C. sec. 
1001. 

section, the term ‘‘State’’ includes any 
territory or possession of the United 
States, or the District of Columbia. 
The bond shall be specifically identi-
fied by the issuing surety with a com-
pany bond numbering system so that 
the Department may identify the bond 
with the specific charter or charters to 
which it relates: Provided, however, 
That these data may be set forth in an 
addendum attached to the bond which 
addendum must be signed by the char-
ter operator and the surety company. 
It shall be effective on or before the 
date the operating authorization be-
comes effective. If the bond does not 
comply with the requirements of this 
section, or for any reason fails to pro-
vide satisfactory or adequate protec-
tion for the public, the Department 
will notify the direct air carrier and 
the charter operator, by registered or 
certified mail, stating the deficiencies 
of the bond. Unless such deficiencies 
are corrected within the time set forth 
in such notification, the subject char-
ters shall in no event be operated. 

(d) Any bond furnished under this 
section shall provide that unless the 
charter participant files a claim with 
the charter operator, or, if he is un-
available, with the surety, within sixty 
(60) days after termination of the char-
ter, the surety shall be released from 
all liability under the bond to such 
charter participant. The contract be-
tween the charter operator and the 
charter participants shall contain no-
tice of this provision. 

(Secs. 101(3), 204(a), 401, and 402 of the Fed-
eral Aviation Act of 1958, as amended, 72 
Stat. 737, 743, 754, and 757, as amended, 49 
U.S.C. 1301, 1324, 1371 and 1372) 

[SPR–54, 37 FR 11163, June 3, 1972, as amend-
ed by SPR–60, 37 FR 19122, Sept. 19, 1972; 
SPR–63, 37 FR 22849, Oct. 26, 1972; SPR–95, 40 
FR 52355, Nov. 10, 1975; Docket No. 47939, 57 
FR 40105, Sept. 2, 1992] 

§ 372.25 Tariffs to be filed for charter 
trips. 

Effective October 1, 1972, a charter 
operator shall not operate or sell or 
offer to sell, solicit or advertise, any 
charter trips unless such operator shall 
have on file with the Department a 
currently effective tariff showing all 
rates, fares, and charges for such char-
ter trips and showing the rules, regula-

tions, practices, and services in connec-
tion with such transportation. 

§ 372.26 [Reserved] 

§ 372.27 Name of operator. 

It shall be an express condition upon 
the exercise of the exemption herein 
granted and the operating authoriza-
tions issued hereunder, that the char-
ter operator concerned, in holding out 
to the public and performing air trans-
portation services, shall do so only in a 
name the use of which is authorized 
under the provisions of part 215 of this 
chapter. 

§ 372.28 Record retention. 1 

(a) Every charter operator con-
ducting a charter pursuant to this part 
shall retain for 2 years after comple-
tion of the charter or series of charters 
true copies of the following documents 
at its principal or general office in the 
United States: 

(1) All documents which evidence or 
reflect deposits made by, and refunds 
made to, each charter participant; 

(2) All statements, invoices, bills, and 
receipts from suppliers or furnishers of 
goods and services in connection with 
the charter or series of charters. 

(b) Every charter operator shall 
make the documents listed in this sec-
tion available upon request by an au-
thorized representative of the Depart-
ment and shall permit such representa-
tive to make such notes and copies 
thereof as he deems appropriate. 

[SPR–54, 37 FR 11163, June 3, 1972, as amend-
ed by Docket No. 47939, 57 FR 40105, Sept. 2, 
1992] 
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